THE VETERANS BOND ACT OF 1971 by unknown
University of California, Hastings College of the Law
UC Hastings Scholarship Repository
Propositions California Ballot Propositions and Initiatives
1972
THE VETERANS BOND ACT OF 1971
Follow this and additional works at: http://repository.uchastings.edu/ca_ballot_props
This Proposition is brought to you for free and open access by the California Ballot Propositions and Initiatives at UC Hastings Scholarship Repository.
It has been accepted for inclusion in Propositions by an authorized administrator of UC Hastings Scholarship Repository. For more information, please
contact marcusc@uchastings.edu.
Recommended Citation
THE VETERANS BOND ACT OF 1971 California Proposition 1 (1972).
http://repository.uchastings.edu/ca_ballot_props/743
PART I, - ARGUMENTS 
FOR THE VETERANS BOND ACT OF 1971. This Act provides for a bond 
issue of two hundred fifty million dollars ($250,000,000) to provide farm l ____ a_n_d __ h_o_m __ e_a_i_d_f_o_r __ C_a_li_f_o_rn_i_a __ v_et_e_r_a_n_s_. ____________________________ -;~--------
AGAINST THE VETERANS BOND ACT OF 1971. This Act provides for a 
bond issue of two hundred fifty million dollars ($250,000,000) to provide 
farm and home aid for California veterans. 
(For full text of measure, see page 1, Part IT) 
General Analysis by the Legislative Counsel * Cost Analysis by the Legislative Analyst t 
A "Yes" vote (a vote FOR BONDS) is a This Act authorizes the state to borrow $250 
vote to authorize the issuance and sale of state million through the sale of general obligation 
bonds up to $250,000,000 to provide funds for bonds to provide funds by which the Depart-
farm and home purchase aid under the Vet- ment of Veterans Affairs may purchase farms 
erans' Farm and Home Purchase Act of 1943. or homes for resale, 011 contract, to qualified 
A "No" vote (a vote AGAINST BONDS) veterans pursuant to the Veterans FarlJ'. and 
is a vote to refuse to authorize the issuance HOllie Purchase Act, of 1943. Veterans mak-
and sale of state bonds for this purpose. ing such purchases are required to make 
For further details, see below. monthly payments in such amounts as will 
Detailed Analysis by the Legislative Counsel * 
This act, the Veterans Bond Act of 1971, 
would authorize the issuance and sale of state 
bonds in an amount not to exceed $250,000,-
000, Money from the sale of these bonds would 
be used for farm and home purchase aid un-
der the Veterans' Farm and Home Purchase 
Act of 1943 (Sections 984-987.25, inclusive, 
Military and Veterans Code). 
The act provides that the bonds, when sold, 
are to be general obligations of the state, for 
which the full faith and credit of the state is 
pledged. It appropriates from the General 
Fund in the State Treasury the amount ne~es-
. sary to make the principal and interest pay-
meitts on the bonds as they become due. How· 
ever, the bond payments would be made from 
funds received from veterans as principal and 
interest on money advanced for the purchase 
or construction of their farms and homes. 
Funds received from veterans would be de-
posited in a special fund, the Veterans' Farm 
and Home Building Fund of 1943. On the due 
date for bond payments, the amount necessary 
would be transferred from the special fund to 
the General Fund. If the amount in the spe-
cial fund was insufficient, the balance would 
be transferred to the General Fund with in-
terest, as soon as it Lecame available. 
The amounts of the Donds to be issued from 
time to time would be determined by the Vet-
erans' Finance Committee of 1943, which con-
sists of the Governor, State Controller, State 
Treasurer, Director of Finance, and Director 
of Veterans Affairs. 
• Section 3566 of the Elections Code requires 
the Legislative Counsel to prepare an im· 
partial analysis of each ballot measure. 
provide for repayment of principal during a 
I period no longer than forty years plus interest 
at a rate which will provide coverage for the 
bOlld interest, averaged with prior bonds, and 
also provide operating expenses for the serv-
ices of the Division of Farm and Home pUl'-
chases of the Department of Veterans Aff 
and the service, of the State Treasurer in ( 
nection with the preparation and sale of such 
bonds. 
Rince the Veterans Farm and Home Build-
ing Bond Program was initiated in 1946 after 
World War II, bond sales totaling $2,175,000,-
000 have been authorized. All of these bonds 
have been sold, and as of February 1, 1972, 
$945,450,000 had been redeemed and $1,229,-
550,000 were outstanding. 
The last $50 million in Veterans bonds au-
thorized for sale were sold on January 25, 
1972. The average interest rate on the sale 
was 4.597 percent and a total interest cost 
over the life of those bonds wi~l be $24,138,675. 
Prior experience with similar bond issues 
has developed a clear history of self-liquida-
tion and payment of all interest by veterans 
without cost to the general taxpayer. Never-
theless, these are general obligation bonds to 
which the full faith and credit of the state are 
pledged and any failure to receive sufficient 
funds through payments by "eteran purchas-
ers of property would obligate the general 
taxpayer for the difference. 
t Section 3566.3 of the Elections Code re .. 
quires the Legislative Analyst to prep~-p 
impartial analyses of the cost of bp 
measures. 
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'rgument in Fa.vor of Proposition 1 
.• s Bon.i Ac.t will continue the Cal-Vet 
Program, which has enabled more than 250,-
000 California veterans to become home and 
farm owners. 
The entire program, from its inception in 
1921 and through 13 previous bond issues, has 
been entirely self-supporting at no cost to the 
taxpayers. Not one cent of tax money will 
ever be necessary; even administrative costs 
and expenses are paid out of interest reve-
nue from the veteran loan holders. Independ-
ent audits, excellent management and ade-
quate" financial reserves in combination have 
maintained total self-sufficiency, even in pe-
riods of economic decline. 
The interest rate to the veteran has been 
maintained at a low 41%. It supports the 
principle of lending a hand. rather than a 
handout, to our yeterans via low-cost home 
loans. 
Many states are attempting to duplicate 
this Cal-Vet plan, which has proved, with its 
self-liquidating features, to be the most intel-
ligent approach to a veterans benefit. 
This program, having well served the need~ 
"f the veterans of World War I, World War 
II and the Korean War, now is essential to 
provide the same benefits to our Vietnam vet-
~. The Vietnam veterans in California 
er in excess of 600,000, increasing at a 
fate of 8,000 per month. 
Cal-Vet offers significant collateral, eco-
nomic and social benefits to the people of Cali-
fornia. Expanded home building and home 
ownership is financed by private investors 
who purchase the bonds. The home supply and 
building materials industries achieve an in-
creased pace of activity. as do the real estate 
and insurance markets. Thousands of jobs are 
created and maintained, and millions of dol-
lars of new purchasing power are developed. 
stimulating the entire economy. The vetera~ 
and his family, as home owners, are happier 
and more secure citizens. 
This program does n:>t increase the bonded 
indebtedness of the State because $70,000,000 
of Cal-Vet bonds are paid off each year by 
the veterans of previous conflicts. 
A vote for Proposition 1 is a vote to con-
tinue the vital Cal-Vet loan program and to 
insure that our servicemen from Vietnam are 
given the same fair treatment as all other 
veterans-all at no cost to the taxpayer. 
We sincerely urge your YES vote on Prop-
osition 1. --
EDWIN IL Z'BERG 
Assemblyman, 9th District 
NEWTON R. RUSSET.,L 
Assemblyman, 62nd District 
Reb!lttal to Argument in Fa.vor r! 
Proposition 1 
Interest paid to the purchaser of these 
bonds amounts to 5.4% to 5.5%, derellding 
upon the term which may extend to 30 years. 
The costs of marketing th", bonds, interest 
paid the bondholders, loan processing and 
other administrative costs, by mathematics 
alone, exceed the revenue of H% charged the 
veteran. The taxpayer is obligated for the 
difference. 
The State should not be permitted to be 
in the lending business, competing with banks 
and other lending institutions. These bonds 
pay -interest to investors which is tax-free 
effectively reducing the monies received fo; 
taxes by the state and federal aO'encies which 
is sorely needed to pay the e;'er-increasing 
cests of government. 
This program has its faults: When one of 
these mortgages transfers through a sale to 
a "non-qualified" buyer, which may be a non-
vet, or an out-of-state veteran, the tax sup-
ported benefit of a low interest rate is enjoyed 
by one that is not entitled. Accordingly, the 
beneficial value does n<'t rest with the veteran 
as intended. 
The Federal GI Bill insures the veteran's 
loan. It does not lend money . . . California 
should not lend money, it should guarantee 
the loan. This \Vould remove the discrimina-
tion against other veterans residing in the 
state paying taxes, but unable to qualify for 
this restricted loan. 
You are urged to vote NO on Proposition 1. 
WILBUR McLAUGHI.,IN 
U.s. Marine Corps, Retired 
Argument Against Proposition 1 
California should get out of the money-
lending business that accommodates the vet-
erans. This function belongs with private fi-
nancial institutions. Approval of the bonds 
by the voters permits the- Sta t.e of California 
to borrow money at a high interest rate, and 
then loan it to the veteran a t a lower rate. 
The difference in the cost of the money is 
paid for by the taxpayers, lind it runs into 
millions each year. 
The State should only guarantee 10llllS just 
as the Federal Government does-not fnllnce 
them. Why should a California veteran be 
entitled to two loan pri vi leges ? A veteran not 
from California is only allowed one, yet he 
has to help finance both Federal and State. 
WILBUR McLAUGHI.,IN 
U.S. Marine Corps, Retired 
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Rebuttal to Argument Against 
Proposition 1 
The argument against this measure is based 
on stat~ments that are completely false. The 
Veterans Bonds which are sold to enable yet-
erans to buy homes at a lower interest rate 
are not borrowed at a high interest rate and 
loan-;)to the veteran at a lower rate. By law, 
the amount of interest charged to the veteran 
must be sufficient to pay back the money 
borrowed by the state. In other words, this 
is a completely self-supporting program and 
there is absolutely no cost to the state (' 
any taxpayer. ThelSe facts are supportec 
annual certified audits. 
The Veterans Home L/'Jn Program has been 
an outstanding example of a program which 
has been repeatedly ana enthusiastically en-
dorsed by you, the voters of the state. The 
voters have recognized that the program has 
consistently provided worthwhile benefits to 
deserving veterans. I am certain that you will 
again resoundingly approve this measure. 
EDWIN L. Z 'BERG 
Assemblyman, 9th District 
FOR THE STATE SCHOOL BUILDING AID AND EARTHQUAKE RE-
CONSTRUCTION AND REPLACEMENT BOND LAW OF 1972. This 
Act provides for a bond issue of three hundred fifty million dollars 
($350,000,000) to provide capital outlay for construction or improvement 2 of public schools. 
AGAINST THE STATE SCHOOL BUILDING AID AND EARTHQUAKE 
RECONSTRUCTION AND REPLACEMENT BOND LAW OF 1972. 
This Act provides for a bond issue of three hundred fifty million dollars 
($350,000,000) to provide capital outlay for construction or improvement 
of public schools. 
(For full text of measure, see page 2, Part U) 
General Analysis by the Legislative Counsel Cost Analysis by the Legislative Ana.1y 
A "Yes" vote (a vote FOR BONDS) is a 
vote to authorize the issuance and sale of state 
bonds up to $350,000,000 to provide funds for 
public school buildings, to acquire land, equip-
ment, and facilities therefor; for the rehabili-
tation, reconstruction, or replacement of un-
safe school facilities; and for the repair of 
school facilities actually damaged by an 
earthquake after February 1, 1971. 
A "No" vote (a vote AGAINST BONDS) 
IS a vote to refuse to authorize the issuance 
and sale of state bonds for these purposes. 
For further details, see below. 
Detailed Analysis by the Legislative Counsel 
This act, the State School Building Aid and 
Earthquake Reconstruction and Replacement 
Bond Law of 1972, would authorize the is-
suance and sale of state bonds in ,an amount 
not to exceed $350,000,000. Bond proceeds 
would be used for financial assistance to school 
districts, under the State School Building Aid 
Law of 1952. Under that law funds are al-
located to school districts to acquire school 
lands, buildings, and equipment. The allot-
ments are generally repayable by the districts 
through either or both local bond issues or in-
creased local tAx rates. 
(Continued on page 5, column 1) 
This Act authorizes the state to borrow lb,- vV 
million through the sale of general obligation 
bonds to provide funds to school districts for 
construction of school buildings. Of this total 
a maximum of $250 million could be used by 
school districts for the rehabilitation or re-
placement of unsafe school facilities or for the 
renovation of buildings recently damaged by 
earthquakes. The balance of $100 million 
would be available for the previously author-
ized state school building aid program. The 
bonds are general obligation in nature and 
pledge the full faith and credit of the state 
for their payment. 
The State School Building Aid program 
was initiated in 1947 and the first bond act 
was approved in 1949. To date, a total of 
$1,890,000,000 in bonds has been authorized 
for this program. These have all been sold 
except $94,900,000, which are proposed to be 
sold during 1972. As of February 1, 1972, 
bonds totaling $586,575,000 had been redeemed 
and $1,208,52;,,000 were outstanding. The last 
sale of school building aid bonds totaling $50 
million was made on September 8, 1971. The 
average interest rate on that sale was 4.4582 
percent and the total interest cost over the 
life of those bonds will be $23,406,000. 
The State School Building Aid progr"~ 
provides site acquisition, planning, and 
(Continued on page 5, column 2) 
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THE VETERANS BOND ACT OF 1971. This Act provides for a bond 
issue of two hundred fifty million dollars ($250,000,000) to provide farm 
I and home aid for California veterans. --------------------------~--
AGAINST THE VETERANS BOND ACT OF 1971. This Act provides for a 
bond issue of two hundred fifty million dollars ($250,000,000) to provide 
farm and home aid for California YetHans. 
This law proposed by AB 171 (Ch. 1167), 
by act of the IJegislature passed at the 1971 
Regular Session, is submitted to the people 
in accordance with the proyisions of Article 
XVI of the Constitution. 
(This proposed law does not expressly 
amend any existing law; therefore, the pro-
visions thereof are printed in BOLDFACE 
TYPE to indicate that they are NEW.) 
PROPOSED LAW 
Section 1. Article 5k (commencing with 
Section 996.985) is added to Chapter 6 of 
Division 4 of the Military and Veterans 
Code, to read: 
Article 5k. Veterans Bond Act of 1971 
996.985. This article may be cited as the 
Veterans Bond Act of 1971. 
996.986. The State General Obligation 
Bond Law, except as otherwise provided 
l 'in, is adopted for the purpose of the 
.nee, sale, and repayment of, and other-
~~ providing with respect to, the bonds 
authorized to be issued by this article, and 
the provisions of that law are included in 
this article as though set out in full in this 
article. All references in this article to 
''herein'' shall be deemed to refer both to 
this article and such law. 
996.987. As used in this article and for 
the purposes of this article as used in the 
State General Obligation Bond Law, Chap-
ter 4 (commencing with Section 16720), 
Part 3, Division 4, Title 2 of the Government 
Code, the following words shall have the 
following meanings: 
(a) "Bond" means veterans bond, a state 
general obligation bond issued pursuant to 
this article adopting the provisions of the 
State General Obligation Bond Law. 
(b) "Committee" means the Veterans' Fi-
nance Committee of 1943, created by Sec-
tion 991. 
(c) "Board" means the Department of 
Veterans Affairs. 
(d) "Fund" meanil the Veterans Farm and 
Home Building Fund of 1943 created by Sec-
tion 988. 
(e) "Bond Act" means this article au-
thorizing the issuance of State General 
Obligation Bonds and adopting Chapter 4 
(commencing with Section 16'120), Part 3, 
Division 4, Title 2 of the Government Code 
by reference. 
996.988. For the purpose of creating a 
fund to provide farm and home aid for vet-
erans in accordance with the provisions of 
the Veterans Farm and Home Purchase Act 
of 1943 and of all acts amendatory thereof 
and supplemental thereto, the Veterans' Fi-
nance Committee of 1943, created by Section· 
991, shall be and it hereby is authorized and 
empowered to create a debt or debts, liabil-
ity or liabilities, of the State of California, 
in the aggregate amount of two hundred 
fifty million dolla.rs ($250,000,000), in the 
manner provided herein, but not otherwise, 
nor in excess thereof. ' 
996.989. All bonds herein authorized, 
which shall have been duly sold and de-
livered as herein provided, shall constitute 
valid and legally binding general obligations 
of the State of California, and the full faith 
and credit of the State of Ca.lifornis. is 
hereby pledged for the punctual payment 
of both principal and interest thereof. 
There shall be collected annually in the 
same manner and at the same time as other 
state revenue is collected such a sum, in 
addition to the ordinary revenues of the 
state, as shall be required to pay the prin-
cipal and interest on said bonds as herein 
provided, and it is hereby made the duty 
of all officers charged by law with any duty 
in regard to the collections of said revenue, 
to do and perform each and every act which 
shall be necessary to collect such additional 
sum. 
On the several dates on which funds are 
remitted pursuant to Section 16676 of the 
Government Code for the payment of the 
then maturing principal and interest on the 
bonds in each fiscal year, there shall be 
returned into the General Fund in the State 
Treasury, all of the money in the Veterans' 
Farm and Home Building Fund of 1943, not 
in excess of the principal of and interest 
on the said bonds then due and payable, 
except as hereinafter provided for the prior 
redemption of said bonds, and, in the event 
such money so returned on said remittance 
dates is less than said principal and interest 
then due and payable, then the balance re-
-1-
maining unpaid shall be returned into the 
General Fund in the State Treasury out of 
said Veterans' Farm and Home Building 
Fund of 1943 as soon thereafter as it shall 
become available, together with interest 
thereon from such dates of maturity until 
so returned at the same rate as borne by 
said bonds, compounded semiannually. 
996.990. There is hereby appropriated 
from the General Fund in the State Treas-
ury for the purpose of this article, such an 
amount as will equal the following: 
(a) Such sum annually as will be neces-
sary to pay the principal of and the interest 
on the bonds issued and sold pursuant to the 
provisions of this article, as said principal 
and interest become due and payable. 
(b) Such sum as is necessary to carry out 
the provisions of Section 996.991, which sum 
is appropriated without regard to fiscal 
years. 
996.991. For the purposes of carrying out 
the provisions of this article the Director of 
Finance may by executive order authorize 
the withdrawal from the General Fund of 
an amount or amounts not to exceed the 
amount of the unsold bonds which have been 
authorized to be sold for the purpose of 
carrying out this article. Any amounts with-
drawn shall be deposited in the Veterans' 
Farm and Home Building Fund of 1943. Any 
moneys made available under this article to 
the board shall be returned by the board to 
the General Fund from moneys received 
from the sale of bonds sold for the purpose 
of carrying out this article, together with 
interest at the rate of interest fixed in the 
bonds so sold. 
996.992. Upon request of the Department 
of Veterans Affairs, supported by a state-
ment of the plans and projects of said de-
partment with respect thereto, and approved 
by the Governor, the Veterans' Finance Com-
mittee of 1943 shall determine whether or 
not it is necessary or desirable to issue any 
bonds authorized under this article in order 
to carry such plans and projects into ev"'lU-
tion, and, if so, the amount of bond u 
to be issueI'. and sold. Successive iss\.. ",f 
bonds may be authorized and sold to carry 
out said plans and projects progressively, 
and it shall not be necessary that all the 
bonds herein authorized to be issued shall 
be sold at anyone time. 
996.993. So long as any bonds authorized 
under this article may be outstanding, the 
Director of Veterans Affairs shall cause to 
be made at the close of each fiscal year, a 
survey of the financial condition of the Di-
vision of Farm and Home Purchases, together 
with a projection of the division's opera-
tions, such survey to be made by an in-
dependent public accountant of recognized 
standing. The results of such surveys and 
projections shall be set forth in written re-
ports and said independent public account-
ant shall forward copies of said reports to 
the Director of Veterans Affairs, the mem-
bers of the California Veterans Board, and 
to the members of the Veterans' Finance 
Committee of 1943. The Division of Farm 
and Home Purchases shall reimburse said 
independent public accountant for his serv-
ices out of any funds which said division 
may have available on depllsit with the 
Treasurer of the State of California. 
996.994. The committee may authf"-~~e 
the State Treasurer to sell all or any ; 
of the bonds herein authorized at such .~e 
or times as may be fixed by the State Treas-
urer. 
996.995. Whenever bonds are sold, out of 
the first money realized from their sale, 
there shall be redeposited in the General Ob-
ligation Bond Expense Revolving Fund es-
tablished by Section 16724.5 of the Govern-
ment Code such sums as have been expended 
for the purposes specified in Section 16724.5 
of the Government Code, which may be used 
for the same purpose and repaid in the same 
manner whenever additional sales itre made. 
FOR THE STATE SCHOOL BUILDING AID AND EARTHQUAKE RE-
CONSTRUCTION AND REPLACEMENT BOND LAW OF 1972. This 
Act provides for a bond issue of three hundred fifty million dollars 
($350,000,000) to provide capital outlay for construction or improvement 2 of public schools. 
AGAINST THE· STATE SCHOOL BUILDING AID AND EARTHQUAKE 
RECONSTRUCTION AND REPLACEMENT BOND LAW OF 1972. 
This Act provides for a bond issue of three hundred fifty million dollars 
($350,000,000) to provide capital outlay for construction or improveme!lt 
of public schools. 
This law proposed by AB 75 (Ch. 105), by 
act of the Legislature passed at the 1971 
Regular Session, is submitted to the people 
in accordance with the provisions of Article 
XVI of the Constitution. 
(This proposed law does not expressly 
amend any existing law; therefore, the pro-
visions thereof are printed in' BOLDF) "11: 
TYPE to indicate that they are NEW .. 
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